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rate for each six month period effective April 1 and October 1 of each year beginning April 1, 1998. 
The State will provide for periodic re-basing of rates based on the most recent cost report filings. In n o  
case will facility rates, including inflation adjustments, be in effect for more than 3 years without full 
re-basing. 

A. Cost Adjustment 

Reported facility costs are subject to review and analysis through desk audit. 
Adjustments are made to exclude non-allowable costs andby application of the 
agency's established cost standards using the following methodologies: 

1. Standard Services 

Reported allowable costs inthe standard services area are compared 
against the aggregate cost standard for these cost centers. If the 
allowable reported costs exceed the coststandard, then the facility rare 
is limited to the standard. 

2. MandatedServices 

Reported allowable cost is fully recognized for these cost centers, 
provided it does not exceed the upper limits established bythe 
Department. The upper cost limits are set at the 90th percentile of 
reported allowable costs, based on an assumed occupancy of 100% and 
a calendar year of 365 days. 

3 .  Cost of CAPITAL 

Capital costs will be determined on a facility-by-facility basis applying 
the Standard Appraised Value (SAV) methodology. Capital costs will 
be updated effective October 1st of each year. 

a. CapitalizationRate 

A capitalization rate is established to reflect the current SAV :If 
the real property and specialized equipment. This overall rate 
includes an interest rate for land, building and equipment, 
and an allowance for return on equity investment in the land. 
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